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THE BANKING SYSTEMS OF THE NETHERLANDS, 
RUSSIA AND JAPAN' 

EUGENE B. PATTON 
Univeisity of Rochester 

I 
THE BANK OF THE NETHERLANDS 3 
HE Bank of the Netherlands was chartered in 1 8 14 as a 



T 



joint-stock company. The original charter, which was 
to run twenty-five years, has been renewed from time 
to time. The bank was located at Amsterdam and was em- 
powered to establish branches. As none were established at 
first, such foundation was legally required, and by 1907 there 
were 107 branches. 

The original capital of 5,000,000 florins 3 was increased in 
1819, 1840, 1863 and 1888 until it now stands at 20,000,000 
florins. One-fifth of the capital and surplus may be invested 
in approved securities. In 1888, a surplus was for the first 
time made obligatory and fixed at 25 fo of the capital, although 
a surplus of that amount had actually existed for many years. 

The bank has enjoyed a monopoly of note issue since its 
foundation, although since 1863 the government has reserved 
the right to create other banks of issue and legalize the circu- 
lation of foreign bank notes. Until 1 863 , the amount of notes 
issued was fixed by law. In that year, however, the maximum 
limit of note issues was removed, and in the following year a 
metallic reserve of 40 f> was fixed against all demand lia- 
bilities including bank notes. In 1907, there were outstand- 
ing 266,000,000 florins in bank notes, the ten-florin note being 

1 Based on Banking in Russia, Austro- Hungary, Holland and fapan. Wash- 
ington, Government Printing Office. Publications of the National Monetary Com- 
mission (Senate doc. 586, 61st Cong., 2d sess.) 

' The Bank of the Netherlands. By R. van der Borght, op. cit. 

' A florin is approximately 40 cents. 
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the smallest denomination allowed. The notes are redeemable 
on demand in gold or silver, are untaxed, and are full legal 
tender, save in the case of payments made by the bank itself. 

The bank is privately owned, but the government exercises 
supervisory power by means of a special appointee, and also ap- 
points the president and secretary of the directorate. The share- 
holders elect five directors, who, with the president and secre- 
tary, have the active management of the bank. 

Until 1 863 the bank rendered small service to the state. In 
that year it was made liable to take over the entire service of 
the royal treasury, but since 1871 it has redeemed this obliga- 
tion by an annual payment of 100,000 florins. By the act of 
1903, the bank is required to make advances to the government 
without interest, up to the amount of 1 5 ,000,000 florins, when- 
ever the finance minister thinks it necessary to strengthen the 
royal treasury. It also acts as agent for the postal savings sys- 
tem, and has the management of the central treasury at 
Amsterdam. 

In 1888 for the first time the government was given a direct 
share in the profits of the bank. At the renewal of the charter 
in 1903, it was provided that of the net earnings a 3i 'jo divi- 
dend should be paid the shareholders; 10 f> of the remainder 
should go to the surplus, provided the latter did not, at the 
time, equal 25 <jo of the capital; of what was left, the state 
should receive two-thirds and the shareholders one-third. The 
state's share of the profits in 1 906-1 907 was 3,397,349 florins. 

The bank secures the bulk of imported gold since it pays 
1648 florins per kilogram for pure gold, whereas the amount 
paid by the mint in coin is only 1647.87 florins. 

II 
ORGANIZATION OF BANKING IN RUSSIA " 
The Imperial Bank of Russia was chartered in 1 860, and was 
reconstituted in 1894 so as to give greater assistance to the de- 
velopment of industry. Its capital was originally 15,000,000 
rubles,* with a surplus of 1,000,000 rubles. Additions from the 

1 Organization of Banking in Russia. By Professors Idelson and Lexis, op. cit. 
' A ruble is approximately 52 cents. 
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profits raised the capital to 25,000,000 rubles and the surplus to 
3,000,000 rubles. In 1894, provision was made for increasing 
the capital to 50,000,000 rubles and the surplus to 5,000,000 
rubles, by setting aside annually a portion of the profits. The 
head offices of the bank are in St. Petersburg, and it had 107 
branches in 1895. 1 

Previous to the establishment of the bank the government 
had greatly increased the volume of government notes, with the 
result that they had fallen below par. 2 At the organization of 
the bank in i860, a practical separation of the banking and 
issue departments was effected. Since 1897 the issue depart- 
ment must hold a gold reserve of 50 <fc against the first 
600,000 rubles of notes and 100 f> against all notes issued 
in excess of 600,000 rubles. This practically authorizes the 
issue of 300,000 rubles of uncovered notes. No other bank may 
issue notes. In 1897 there were in circulation 1,068,780,000 
rubles in notes. They are legal tender and redeemable on 
demand in gold. 

The bank is purely a state institution under the direct control 
of the minister of finance. A council, a governor, and two 
deputy governors compose the central administration, while 
each branch has a committee to determine the amount of credit 
to be granted and the value of collateral. Profits go to the im- 
perial treasury. 

Perhaps the most striking service rendered to the state has 
been in connection with the resumption of specie payments 
through the energy of finance minister Witte. Since the latter 
part of the eighteenth century, Russia's paper money, issued 
by the government, had been below par. Steps were taken 
by Witte to increase the gold reserve. Beginning in 1897 tne 
notes were made redeemable in gold, and assurance that gold 
redemption would be maintained was given by the provision 
of the reserve requirement stated above. Silver was put on a 
subsidiary basis by limiting its legal-tender quality, and by coin- 
ing it only on government account. Silver was not to be 

1 Conant, Modern Banks of Issue, 3d edition, p. 244. 

1 In 1817, too silver rubles were worth 418 paper rubles. Levy, quoted in Conant, 
ibid, p. 245. 
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counted as any part of the reserve against circulation. All 
notes not supported by the gold reserve have been withdrawn 
and Russia stands squarely on the gold basis. 

In addition to the ordinary business of discount and deposit, 
the bank makes industrial loans based on mortgages on real 
estate or industrial plants, and on any other collateral which is 
deemed sufficient by the minister of finance. The specific pur- 
pose to which the loan will be devoted must be indicated by 
the borrower. Except in special cases, implements and ma- 
chinery serving as security for a loan must be of Russian 
manufacture. The maximum credit extended to any individual 
industrial undertaking is 500,000 rubles ; to owners of small 
workshops, 600 rubles. The amount of the loan varies from 
50$ to 75^ of the value of the mortgaged property, while 
the time of the loan varies from six months to three years. 
Loans are also granted on manufactured products, bills of lad- 
ing, etc., the time varying from three to fifteen months and the 
amount from 60 f> to 80 fo of the value of the security. 
Accounts current may also be opened on the deposit of securi- 
ties, the depositor being allowed to draw up to a stated amount, 
paying interest only on the amount so withdrawn. Private 
individuals, railways, governmental bodies, associations of work- 
ingmen, and credit institutions may act as intermediaries through 
which the bank extends credit, the intermediaries assuming 
liability for the sums advanced. In the extent and terms of 
credit granted to agriculturists and manufacturers, the bank is 
unique among state institutions. Loans are also made for the 
promotion of new enterprises " by virtue of special provisions." 
These loans had caused down to 1906 losses of 25,600,000 
rubles. Since bank notes have been made redeemable in gold, 
the bank has been much more moderate in extending " loans by 
virtue of special provisions" and "industrial loans" as well. 

Municipal banks have been in existence since 1789, but not 
until 1862 did their number exceed ten. Between 1862 and 
1883, 215 were established. Since the latter date only 39 have 
been established, owing to the more rigorous supervision estab- 
lished at that time. The capital must be provided by the muni- 
cipal assembly, and must not be less than 10,000 rubles. The 
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assembly elects the directors, none of whom may hold any 
other municipal office, or serve in any other credit institution. 
Statements are made annually to the assembly. A municipal 
committee examines the cash account every month. The gov- 
ernment receives reports at stated intervals and may call for an 
examination at any time. The cash reserve, which includes 
credit balances with the Imperial Bank, must be 10 Jo of the 
total liabilities. There are also mutual credit associations which 
furnish credit to their members up to ten times the amount 
of cash paid in by each. 

Private banks were not allowed until i860. There are now 
36 joint-stock banks operating under the law of 1883. The 
original capital may not exceed 5 ,000,000 rubles ; the cash re- 
serve, including credit balances at the Imperial Bank, must 
equal 1 o Jo of the total liabilities ; the liabilities may not 
exceed five times the capital. A surplus must be created from 
the profits, and at least one-third of this surplus must be in- 
vested in governmentally-guaranteed securities and deposited in 
the Imperial Bank. Unincorporated private banks are under 
the direct supervision of the minister of finance, who may at 
any time subject them to examination and forbid them to en- 
gage in lines of business in which abuses have occurred. 

Ill 

THE BANKING SYSTEM OF JAPAN 1 

Modern banking in Japan dates from 1872, when a banking 
system based upon the national banking system of the United 
States was established. Large amounts of depreciated govern- 
ment paper were in circulation, hence bank notes were presented 
for redemption as soon as issued, thereby rendering note issue 
impracticable. In 1876 the government declared bank notes 
redeemable in government notes. Eight-tenths of the capital 
of the banks might be invested in government bonds; two- 
tenths must be held in government currency as a reserve. 
Notes might be issued to the extent of deposits. In 1 877 the 

1 The Banking System of Japan. By Marquis Katsura, Baron Sakatani, S. 
Naruse and Dr. O. M. W. Sprague, op. cit. 
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government increased largely the issue of its own notes, which 
had an immediate effect on the exportation of specie. In the 
same year restrictions were placed on note issues by banks, and 
the redemption of government notes and bank notes was begun. 
In 1 883 the right of note issue was taken from the banks and 
after 1 899 no national bank was allowed to continue in business. 
They might continue, however, as private banks. By 1904 all 
government and national bank notes had been withdrawn. 

In 1880 the Yokohama Specie Bank was established for the 
purpose of dealing in foreign exchange. It handles the loans 
and moneys of the government in its dealings with foreign 
countries, and is entitled to a loan of 20,000,000 yen * at 2 Jfc 
from the Bank of Japan for the purpose of facilitating for- 
eign trade. It also does business as an ordinary bank, 
while ordinary banks may also engage in foreign transactions. 
The bank is privately owned, but has for its governor the 
deputy governor of the Bank of Japan. It may not issue notes, 
except in Manchuria and China, where its branches may issue 
silver notes. 

In 1 882 the Bank of Japan was established on the model of 
the Bank of Belgium. It now has a capital of 30,000,000 yen 
and, alone among banks, may issue notes. The bank may issue 
up to 120,000,000 yen in notes based upon the security of 
commercial bills and national bonds, paying a tax of ij f> 
per annum except when lent at an interest rate not exceed- 
ing 1 fo. Notes may be issued to any additional amount 
when based upon an equal specie reserve, and additional 
emergency notes may be issued on permission of the minister of 
finance based upon approved bonds or bills. On this last class 
of notes, a tax of not less than 5 fo per year is levied, 
the exact rate being determined by the minister of finance. 
The government appoints the governor, the vice-governor and 
the directors, from candidates chosen by the shareholders. 
Government inspectors may sit in the meetings of shareholders 
and directors. The bank manages the treasury receipts and dis- 
bursements without remuneration, and exercises supervision 

1 The value of the yen is approximately 50 cents. 
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over the Yokohama Specie Bank. It serves as the center for 
all the banking interests of Japan, and by its regulation of the 
discount rate controls the import and export of specie. 

Private banks are organized under the law of 1 890. They 
are placed under strict governmental regulations, whereas up to 
that time private banks had been free from government super- 
vision. Savings banks are required to invest 25 'jo of their 
deposits in interest-bearing bonds. 

The Agricultural and Industrial Bank with branches in every 
prefecture, and the Hypothec Bank, were organized under the 
law of 1895, f° r tne special purpose of aiding the organization of 
industrial enterprises, by making long-time loans on the security 
of immovable property. The Industrial Bank, organized under 
the law of 1900, makes long-time loans on the security of 
bonds, shares, and movable property. It is a joint-stock com- 
pany, privately owned, with its governor and deputy-governor 
appointed by the government. 

The Bank of Formosa, privately owned for the most part, 
but with its president appointed by the Japanese government, 
was established in 1900 for the purpose of reforming the cur- 
rency system of Formosa. The government supplied 1,000,000 
yen of its capital, on which no dividend is to be paid for five 
years. It may issue 5,000,000 yen of notes free of tax, and 
has a five-year loan, without interest, of 2,000,000 yen from the 
government. 

The Hokkaido Colonial Bank was founded in 1899, with a 
capital of 5,000,000 yen, to colonize and develop the island. 
A government official attached to the bank exercises strict 
supervision. 



